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Financial Policy in Higher Education

Typically Consists of:

Myriad Separate Policies
Focused on Different Topics
Enacted at Different Times
By Different Policymaking Bodies
For Different Reasons

⇓
A Recipe for Contradiction and Confusion
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Key Components

An Effective Policy Environment Is One in 
Which the Key Components Are Aligned—
Mutually Reinforcing

Planning and Priority Setting

Finance

Evaluation/Accountability
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The Management Cycle in a Public Institution 
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State Policy Objectives

High Rates of High School Completion of Students 
Who Have Taken an Academically Rigorous Curriculum

High Levels of College Participation of Both Recent 
High School Graduates and Adult Learners

High Rates of College Degree Completion

High Levels of Degree Production in Selected Fields

An Economy That Employs a High Proportion of 
College Graduates
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High School Graduation Rates—Public High School Graduates 
as a Percent of 9th Graders Four Years Earlier, 2000
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Percent of 7th–12th Graders Taught by Teachers with a 
Major in Their Subjects, 1999-2000
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College Going Rates—First-Time Freshmen Directly Out of  
High School as a Percent of Recent High School Graduates, 2000
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Retention Rates of First-Time College Freshmen Returning 
Their Second Year, 2002
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Six-Year Graduation Rates at Public Research Institutions, 
2001 (Percent)
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Six-Year Graduation Rates at Public Bachelor’s and 
Masters Institutions, 2001 (Percent)
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Three-Year Graduation Rates at Public Two-Year Colleges 
(Percent)
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Associate Degrees Awarded per 100 High School Graduates 
Three Years Earlier, 2002
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Bachelor’s Degrees Awarded per 100 High School Graduates 
Six Years Earlier, 2002
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Educational Attainment and Rank Among States—
Idaho, 2000 (Percent)
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Idaho Net Migration by Degree Level and Age Group
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The Flow of Funds
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The Flow of Funds
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Change in Resident Undergraduate Student Charges and 
State Appropriations, Public Colleges and Universities, 
1990-91 to 2001-02

-0.02

0.00

0.02

0.04

0.06

0.08

0.10

0.12

0.14
Change in Tuition/Fees
Change in State Appropriations

1990-91

1991-92

1992-93

1994-95

1995-96

1996-97

1997-98

1998-99

1999-2000

2001-01

2000-2001

2001-02

0.125

0.038
0.037

0.039

0.05

0.071

Source:  AASCU/NASULGC 2001



21

Projected State and Local Budget Surplus (Gap) as a 
Percent of Revenues, 2010

Source:  NCHEMS; Don Boyd (Rockefeller Institute of Government)
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Projected Ratio of Spending for Higher Education to 
Spending for All Other Programs, 2010

1.9
1.3

0.6 0.4 0.3
0.3
0.3 0.1

-0.1
-0.2
-0.2
-0.2
-0.3
-0.3
-0.3 -0.6

-0.6
-0.7
-0.7
-0.7
-0.7
-0.7 -0.9

-1.0
-1.0
-1.1
-1.1
-1.2 -1.4 -1.5

-1.5
-1.5 -1.7

-1.7
-1.7 -1.9

-1.9
-2.0
-2.0
-2.1
-2.1
-2.2
-2.2
-2.2
-2.2

-2.7 -2.9
-3.0 -3.2

-3.3
-4.5

-5

-4

-3

-2

-1

0

1

2

Nevada
New Jersey
Virginia
Connecticut
Arizona
Illinois
Massachusetts
Pennsylvania

Delaware
Colorado
Maryland

Rhode Island
California
Michigan

North Carolina
Florida

New York
Alaska

Missouri
New Hampshire

Ohio
United States

Tennessee
Georgia
Indiana

Kentucky
W

isconsin
Texas

South Carolina
Iowa

Minnesota
W

ashington
Arkansas

Kansas
Oklahoma

Hawaii
Oregon

Alabama
W

est Virginia
Nebraska

Utah
Idaho
Maine

Mississippi
Montana

Louisiana
Vermont

New Mexico
South Dakota
North Dakota

W
yoming

Source:  NCHEMS; Don Boyd (Rockefeller Institute of Government)



23

State Tax Effort—State and Local Tax Revenues 
Relative to Total Taxable Resources (Percent)
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Total Funding Per Full-Time Equivalent Student
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State and Local Public Higher Education Appropriations per 
Full-Time Equivalent Student
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State Higher Education Priority—Higher Education Appropriations 
Relative to State and Local Tax Revenues (Percent)

0

2

4

6

8

10

New Mexico
W

yoming
Idaho
North Carolina
Kansas
Kentucky
North Dakota
Utah
Alabama
Mississippi
Oklahoma
Iowa
Arkansas
California
Nebraska
Texas
Alaska
Arizona
Michigan
W

est Virginia
Maryland
W

isconsin
Louisiana
Tennessee
United States
Delaware
Illinois
Minnesota
Missouri
Montana
Oregon
South Carolina
Virginia
W

ashington
Georgia
South Dakota
Indiana
Hawaii
Ohio
Florida
Maine
Nevada
Rhode Island
Pennsylvania
Colorado
New York
New Jersey
Massachusetts
Connecticut
New Hampshire
Vermont

8.9

9.7

6.5

3.0

Source:  State Higher Education Executive Officers (SHEEO)



27

Family Share of Funding for Higher Education (Percent)
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Percent of Family Income Needed to Pay for College at 
Public 4-Year Colleges and Universities, 2004
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Percent of Family Income Needed to Pay for College at 
Community Colleges, 2004
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Average Loan Amount Students Borrow Each Year, 
2003
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State Grant Aid as a Percent of Federal Pell Grant Aid, 
2003
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Proportion of High School Graduates with Median Family 
Income Less than $50,000—2001
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Percent of University of Idaho Undergraduates with 
Pell Grants, 2001-02
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Percent Change in University of Idaho Undergraduates with 
Pell Grants from 1992-93 to 2001-02

Source:  Tom Mortenson, Postsecondary Opportunity (Data from U.S. Dept. of Education)

U-MA Amherst
U-Arizona

U-NV Reno
U-TX Austin

TOTAL
U-VA Charlottesville

LA State U-Baton Rouge
U-NC Chapel Hill

U-TN Knoxville
U-MS Oxford

U-Florida
U-Georgia

U-AK Fayetteville
U-KY Lexington

U-Iowa
U-South Carolina
IN U-Bloomington
U-MN Twin Cities

U-MI Ann Arbor
PA State U-UnivPark

U-IL Urbana
U-W

I Madison
U-CO Boulder
U-NH Durham

U-W
yoming

U-KS Lawrence
U-Utah

U-ND Grand Forks
U-NE Lincoln

U-OK Norman
U-MO Columbia
U-SD Vermillion

10.2
8.4

7
5.5 4.6 3.7 3.6 2.9 2.6 2.3 2.2 1.8 1.7 1.3 1.2 0.7 0.6

0.5 0.2
-0.1
-0.2
-0.5 -1.3

-1.3
-1.3
-1.6
-1.6 -2 -2 -2.3

-2.4
-2.6
-2.8
-3.1
-3.2
-3.3
-3.4
-3.5
-3.5 -4.2 -4.7

-4.8 -5.3
-5.5 -6.2 -6.7 -7.1 -8.1

-8.4
-8.5

-10.8-12

-9

-6

-3

0

3

6

9

12

U-HI Manoa
State U-NY Buffalo
U-CT Storrs
U-CA Berkeley
Rutgers New Brunswick
U-Rhode Island
U-W

ashington
W

V U-Morgantown
U-MD College Park
U-Vermont
U-Delaware
U-NM Albuquerque 
OH State U-Columbus
U-Idaho
U-AK Fairbanks
U-Maine
U-AL Tuscaloosa
U-OR Eugene
U-MT Missoula



35

Ratio of University of Idaho Undergraduates with Pell Grants to 
State Share of Undergraduates with Pell Grants—Percent, 2001-02
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Percentage Statewide

Source:  Tom Mortenson, Postsecondary Opportunity (Data from U.S. Dept. of Education)
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Alignment of Policies

Regarding:

Appropriations to Institutions

Tuition and Fees

State Student Financial Aid

Institutional Student Financial Aid
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The Flow of Funds

Tax Revenues

Appropriations/GrantsStudent Aid

Tuition

Scholarships &
Waivers

Student Aid
(Restricted)

Economy

State and Local 
Government

Federal
Government

Incom
e

Students Institutions
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The Two Purposes of State Funding Policy

Build Core Capacity—General Purpose 
Funding

Promote Capacity Utilization Around State 
Priorities—Special Purpose Funding
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Finance Policy—The Options

Institution Student
Focused Focused

Tuition and Aid Policy 
Focused on 

Revenue Generation

Tuition and Aid Policy 
Focused on Attainment 
of Specified Outcomes

Base-Plus
Formulas
Investment 
Funds

Performance 
Funding Need-Based

Merit-Based

Core Capacity

Capacity
Utilization/

Public Agenda
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Basic Questions at State Level

How Much to Allocate

To Which Recipients—Students or 
Institutions

Using Which Mechanisms
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Funding to Institutions—Core Capacity

Base-Plus

Formulas

Investment Funds
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Funding to Students—Core Capacity—
Revenue Generation

Base Institutional Tuition

Mandatory Fees

Out-of-State Tuition

Differential Tuition

Scholarships and Fellowships
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Funding Institutions—Capacity Utilization

Performance Funding
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Funding Students—Capacity Utilization

Need-Based Aid

Merit-Based Aid
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Relationships Between “Need-Based” and 
“Merit-Based” Aid

Merit-BasedMerit-BasedNeed-BasedNeed-Based
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Conclusions

Cost-Effective Policy Requires:

Clear Understanding of Priorities

Creation/Maintenance of Necessary Capacity

Alignment of Policies Concerning:
Institutional Support
Tuition and Fees
State Student Financial Aid
Institutional Student Financial Aid
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Achieving Alignment

No Simple Answers

Shared Information About Key Factors Is 
Crucial

Adequacy of Institutional Funding

Affordability to Students 

Availability of State Funding

(continued)



48

Achieving Alignment (cont.)

Common Interpretation Is Similarly Crucial

Institutional Funding Is Adequate/Inadequate

Cost of Attendance Is Affordable/Unaffordable

State Resources Will Be Available/Unavailable

Develop an Overall Strategy that Fits the 
Circumstances

Develop “Compacts” Between State and 
Institutions
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